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SUBJECT:PY I97T FMS DIRECT CREDIT POR ZAIRE 

1 . EMBASSY MAY INFORM GOZ THAT USG IS PREPARED TO PROVIDE 
$10 MILLION IN PMS DIRECT CREDIT TO ZAIRE DURING PY 197T 
(TRANSITIONAL QUARTER) FOR PURCHASE OP MILITARY EQUIPMENT 
AND ASSOCIATED TRAINING. PY 197T LOAN AGREEMENT MUST BE 
SIGNED NO LATER THAN SEPTEMBER 30. IP BY TIME LOAN AGREE- 
MENT IS SIGNED GOZ AND USG HAVE NOT AGREED UPON SPECIFIC 
EQUIPMENT AND ASSOCIATED TRAINING TO BE PINANCED WITH THIS 
CREDIT, USG WILL WITHHOLD DISBURSEMENT UNTIL SUCH AGREEMENT 
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2. LOAN OF $10 MILLION WITH MAXIMUM REPAYMENT PERIOD OF 
TWELVE YEARS, INCLUDING 30 MONTHS GRACE PERIOD ON REPAY- 
MENT OE PRINCIPAL, WILL BE ISSUED THROUGH DEPARTMENT OE 
DEEENSE (DOD). DISBURSEMENT PERIOD WILL BE EIRST 24 MONTHS 
HOLLOWING DATE OF SIGNATURE OE LOAN AGREEMENT. RATE OF 
INTEREST WILL BE 7.875 PERCENT - COST OF MONEY TO USG 
DURING MONTH OF SEPTEMBER. INTEREST ON PRINC;PAL OUTSTAND- 
ING WILL BE PAID ON APRIL 1 AND OCTOBER 1 OE EACH YEAR 

COMMENCING APRIL 1, 1977. PRINCIPAL WILL BE REPAID IN 20 
CONSECUTIVE SEMI-ANNUAL PAYMENTS (APRIL 1 AND OCTOBER 1) 

OE $500,000 EACH, COMMENCING APRIL 1, 1979. OTHER TERMS 
OE LOAN WILL BE DETERMINED BY DOD. 

3. WE WILL INFORM EMBASSY WHEN LOAN AGREEMENT IS READY 
EOR SIGNATURE, AT WHICH TIME GOZ SHOULD AUTHORIZE EMBASSY 
OEFICIAL TO SIGN EY 197T LOAN AGREEMENT AND PROMISSORY 
NOTE IN WASHINGTON. 

4. WHEN INEORMING GOZ OE THIS NEW OFEER, YOU SHOULD TAKE 
OPPORTUNITY TO POINT OUT THAT THIS WAS HARD DECISION TO 
MAKE IN VIEW OE EACT THAT GOZ IS IN ARREARS ON EVERY 

EMS CREDIT IT HAS SIGNED SINCE 1971. USG WAS ALSO 
RELUCTANT TO OEEER EURTHER CREDIT EOR NON-ECONOMIC PURPOSE 
SINCE IT WOULD ONLY BE ADDING TO ZAIRE'S EUTURE ECONOMIC 
PROBLEMS. HOWEVER, AFTER WEIGHING ZAIRE'S DIFFICULT ECONOMIC 
SITUATION, THIS CREDIT IS OFFERED WITH GRACE PERIOD OF 
30 MONTHS BEFORE FIRST PRINCIPAL PAYMENT (ALTHOUGH INTEREST 
WILL BE PAID DURING GRACE PERIOD), AND WE HOPE THAT SOUND 
MANAGEMENT WILL PERMIT ZAIRE TO PAY PRINCIPAL AND INTEREST 
AS SCHEDULED. KISSINGER 
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